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The  1940-41  season  is  the  fourth  consecutive  year  that  the  total 

WORLD  SUPPLY  OF   COTTON  HAS  BEEN  CLOSE  TO  50  MILLION  BALES.      Pr I  OR  TC 
THESE   YEARS    IT  HAD   NEVER   REACHED  45  MILLION  BALES.   WoRLD  PRODUCTION 
ALSO  HAS  BEEN    UNUSUALLY  HIGH    IN  RECENT  YEARS.      NEVERTHELESS      THE  CARRY- 
OVER HAS  BECOME   MUCH   LARGER  RELATIVE  TO   PRODUCTION   AND    IN  THE   LAST  3 
YEARS  CONSTITUTED  41    TO  45  PERCENT   OF  THE  TOTAL  SUPPLY. 

World  mill  consumption  in  the  last  4  years,  of  28  million  to  31 

MILLION  BALES,   HAS   BEEN  CONSIDERABLY  HIGHER  THAN  EVER  BEFORE.  ThE 

British  blockade  if  continued,  together  with  other  developments  i<= 

LIKELY  to  REDUCE  M ATER I  ALLY  Ift ORLD  CONSUMPTION  IN  1940-41  DESPITE  A^RE- 
CORD   HIGH  CONSUMPTION    IN  THE   UNITED  StATES. 
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THE    C07T0  1J  SITUATION 
(Pall  outlook  issue) 

:        United  States  fanners  are  now  harvesting  tlieir  19^  : 

:  cotton  crop  and  must  decide  v;liether  to  sell  it  as  soon  as  : 

:  ginned  or  to  wait,  hoping  that  prices  will  advaiice  enougjh  : 

:  to  more  than  equal  holding  costs.     This  issue  of  The  Cot-  : 

:  ton  Situation,  therefore,  has  "Deen  prepared  with  particu-  : 

:  lar  reference  to  the  outlook  for  the  current  narketing  : 

:  season.     This  report,   supplemented  "by  material  to  he  puh-  : 

:  lished  in  s'Liccceding  issues,   should  also  he  of  aid  in  : 

:  planning  the  19^1  production  program.  : 

Suvjnary  of  the  19^-^1  out  look 
Present  indica.tions  are  that  the  total  world  supply  of  cotton  for 
the  current  (19^0-m-I)  season  will  he  ahout  50  million  tales.     Of  this  total, 
the  supply  of  Anerican  cotton  will  be  ahout  25  million  hales.     These  totals 
are  ahout  the  sane  as  for  last  season  hut  are  much  ahove  av3rs^e.  The 
current  season  will  make  the  fourth  consecutive  year  of  a  total  world  supply 
of  cotton  close  to  50  million  hales  end.  of  Anerican  cotton  close  to  25  milli 
hales.    Prior  to  1937  "the  total  had  never  reached  ^5  nillion  hciles,  and  ex- 
cept for  1926  and  1931'"33  't^i.e  supply  of  American  cotton  had  never  exceeded 
21  million  hales. 

Tlie  world's  effective  demand  for  cotton  seems  likely  to  he  much  less 
this  season  than  last.     If  the  British  hloclcade  continues  in  effect,  world 
demaxid  prohahly  will  he  the  weakest  for  several  years.    Practically  all  of 
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contincntcJ  Ilurcpe  (excluding  Riissia) ,  "/here  in  the  5  years  ended  July  1339 
consunption  of  imported  cottons  averaged  roughly  5  million  hales  including 
2-1/2  nillion  h?2es  of  Anerican,  is  cut  off  from  exporting  countries  hy  the 
British  olockade.    Furtheraore,  cons"Jxrption  prospects  in  Japan,  Cliina,  and 
Great  Britain  are  less  favorahle  this  sea.son  than  la'st. 

Under  the  stimulus  of  large  United  States  Government  purchases  of 
cotton  textiles  and  the  prospective  higli  level  of  industrial  production, 
enrploynent ,  and  pay  rolls,  United  States  cotton  consumption  scorns  likely  to 
materially  exceed  S  million  hales  during  the  current  season.     It  r.a5'"  total 
S-I/2  to  0-3/^  nillion  hales  compared  vrith  7~3/^  million  hales  la.st  season 
and  the  record  high  in  193^37  of  nearly  S  nillion  hales.    But  reduced  con- 
sucrp'tion  in  foreign  countries  of  hoth  American  and  foreign  grov/ths  is  likely 
to  much  more  than  offset  increased  consumption  in  the  United  States,  ITorld 
consumption  for  the  current  season  nay  he  reduced  to  the  lov/est  level  since 
the  early  1530«s. 

The  loss  of  market  outlets  o.nd  the  reduced  consumption  in  Grea.t  Britain 
and  in  the  Orient  ttlII  greatly  reduce  exports  of  American  and  other  cottons 
during  the  current  sea.son.     In  ad'.ition,  vjid.c  price  disparities  het^veen  Ameri- 
can and  imported  foreign  cottons  seem,  likely  to  reduce  exportr.  of  American 
cotton  in  relation  to  foreign  gro-rfchs.    Present  conditions  indicate  that  ex- 
ports of  American  cotton  may  ho  much  less  than  2  million  hales  a^s  compared 
■with  more  than  6  million  hades  last  sea.sen.     Through  a  reduction  in  stocks, 
foreign  consumption  of  American  cotton  r.ay  possihly  exceed  crcports  from  the 
Uiiited  States  hy  1,  or  even  1-1/2,  million  hales. 

From  the  immediate  standpoint,  the  shock  of  the  loss  in  orgport  ma.rkets 
and  reduced  cotton  cons'arrption  prospects  for  Amcricaji  and  foreign  cottons  is 
heing  cushioned  hy  the  United  States  Goverrir/ent '  s  loan  program.    Under  this 


progrgn  most  of  the  domestic  stodcs  of  old  crop  cotton  is  "being  withheld 
from  trade  ch-nnels,  and  a  large  part  of  the  19^  crop  is  eligihle  for 
Government  loons  at  rates  ahout  one-fifth  to  one-third  cent  per  pound  higher 
than  the  193S  rates.    As  a  result,  domestic  prices  of  spot  cotton  are  "being 
supported  at  a"bout  the  19^  loan  rates,  despite  weak  world  demond  conditions. 
Domestic  j^rices,  which  avern^ed  a  little  higher  in  early  Octo"ber  thou  a  year 
earlier,  \7erc  onl;^  slightly  higher  then  the  average  for  1937-3^  ---nd  1938"*39 
when,  except  for  1931  ^.nd  1932,  prices  were  the  lowest  since  the  beginning 
of  the  World  TTar  in  191^.     If  prices  continue  a"bout  as  in  early  Octo"ber,  the 
considerahly  larger  19^  production  v;ill  give  cotton  producers  an  S  to  10 
percent  larger  return  from  cotton  this  year  than  lo.st,     &j.ch  returns,  however 
would  "bo  ahout  one-half  of  the  average  for  the  decade  of  the  1920's« 

In  view  of  v/orld  consumption  prospects  and  present  estimates  of  pro- 
duction, the  world  carry-over  of  all  cotton  on  August  1,  19^1  is  likely  to 
"be  materially  larger  than  the  20-2/3  million  "bales  in  I9U0  rnd  somcv.'}iat 
larger  than  the  record  high  of  22-3/U  million  in  193^.     The  19'll  world  carry- 
over of  AacricDn.  cotton  may  approo.ch  or  even  exceed  the  1939  peok  of  more 
than  ih  million  "bales.     All  ""out  rhout  1  million  "bales  or  less  of  the  Anerican 
cotton  carried  over  is  likely  to  "be  in  the  United  States  and  most  of  it  o\7ned 
or  held  as  collateral  "by  the  United  States  G-ovemment. 

—  Octoher  3O,  I9U0 

SUPPLY 

World  sUDioly  again  at  record  high 

A  '.70rld  supply  (carry— o\^cr  plus  production  or  ginnings)  of  all  commer- 
cial cotton  for  the  carrent  (1940-Ul)  season  of  close  to  50  m.illion  "bales  is 
indicated  from  ^^-ospccts  in  late  0cto"ber,     This  is  somewhat  higher  than  for 
the  previous  season  and  the  fourth  consecutive  year  in  which  supplies  have 
"been  nen-r  this  figure.     It  is  a"bout  a  sixth  m.ore  than  the  average  for  the  10 
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years  ended  193S-39*     It  is  more  then  5  nillion  bales  larger  than  the  peak 
reached  'before  1937*"33»    Present  (late  October)  estinates  indico,te  -a  slight 
decrease  in  the  supply  of  .American  cotton,  but  the  supply  of  foreign  is  ex- 
pected to  be  nore  thru  a  riillion  bales  larger  than  in  1939""^0» 

The  I9UO-U1  supply  of  A:.iericcii  (U.  S.  grOTvn)  cotton  is  no'.7  estimated 
at  25~l/3  million  running  bales  conpared  iTith  2^-3/^  million  bales  last 
season.     This  npJkes  the  fourth  consecutive  year  that  the  S'upply  of  Ar/ieric^Ji 
cotton  has  ^occii  close  to  25  nillion  bales  and  roughly  half  of  the  ^vorld 
totcal.     Except  for  I926  .-^jtid  1931~33  the  supply  before  these  ye^ars  never  ex- 
ceeded 21  million  baloSo     The  current  season^  s  supply  is  nearly''  2-U/5  nillion 
bo.les  or  one-eighth  larger  than  the  10— year  average. 

On  October  23,  approxinatcly  9  nillion  bales  (excluding  cotton  traded 
to  G-rcat  3rit?j.n)  of  the  indicated  19^^0— Ul  -jorld  supply  of  American  cotton 
Tiero  OTTned  or  held  as  collateral  by  the  United  States  Government.  This 
figure  compares  T^-ith  a  little  over  10  nillion  bales  on  the  corresponding  date 
last  season,     From  late  October  1935  to  the  end  of  July  19^0,   sucia  stocks 
Trere  reduced  1-f million  bo-les.     This  season,  ho^jever,   such  stocks  are  expected 
to  increase  greatly  as  a  rosrJ.t  of  restricted  exports  end  existing  loan  rates. 

The  estimated  19^40— Ul  rjorld  commercial  supply  of  foreign-grown  cotton 
of  over  2H-I/2.  million  bales  (of  k^S  pounds  net  Tieight)  is  1-1/3  nillion 
bales  iP-rger  than  that  for  last  season.     Since  stocks  of  foreign  cotton  in 
continental  Su-rope  vrerc  much  smaller  on  Augiast  1,  19^0  then,  a  year  earlier, 
the  suppl-r  of  non— American  cotton  available  in  those  m.pa-kets  accessible  to 
American  cotton  is  perhaps  2  rallion  bales  larger  thpn  in  1939~^0»  This 
nrkes  the  fifth  consecutive  year  that  the  TTorld  supply'  of  such  cotton  has 
been  betr/eon  23  end  26  miillion  bales,    prior  to  1933  it  had  never  exceeded 
17-1/2  million  baleso    The  indicated  sup^jly  for  the  current  season  is  about 
^2/5  million  bales  more  than  the  10— year  avera,ge  arid  9  nillion  bales  more 
thoji  in  1932-33 • 

In  vicTT  of  a  prospective  substantial  increase  in  the  v;orld  c-arry-over 
of  Arioricrn  end  foreign  cotton  on  August  1,  19^+1,  v;orld  supplies  for  the 
I94I-U2  season  T:ill  likely  increase  "onlcss  the  19^1  crop  is.  m.e,tcrially  sr^e^ller 
than  the  19^  cropo     Insofe.r  e,s  the  United  States  is  •concerned,  the  cotton 
acro.e^e  e,llotm.cnts  for  19^1  e,re  ezcpectei  to  be  about  the  same  as  those  for 
19^."    Such  en  acreage  Trlth  yields  cqujJ  to  the  average  for  the  past  5  yeens 
would  give  a  19^il  crop  e.bout  1-l/U  m.illion  bales  less  then  the„t  of  the  current 
season.     This  e-.io-unt  of  reduction,  hov'ever,  might  not  be  sufficient  to  off- 
set the  prospective  incree.se  in  the  ce.rr^''- over  of  Arioricen  cotton.     If  con- 
sumption prospects  continue  e.s  unfe.vorablo  e.s  at  present,  it  is  not  unlikely 
that  ■  foreign- production  may  be  reduced  somewhat  in  19^1-^2. 

Ce.rry-over,  dovTn  in  19^0,  likely  to 
increase  she.rply  in  19^1 

TIic  total  world  carrj--ovcr  of  all  growths  on  August  1,  I9U0  of  nearly 
20-2/3  million  bales  v/as  slight Ijr  less  th,-n  a  year  earlier,  --.Jhicli  in  turn 
was  about  5  percent  less  then  the  record  high  of  August  I93S.    During  the 
last  3  years  the  world  carry-ovcT  has  been  much  lejrger  then  usual  relative 


to  production  and  to  \7orld  supply  and  has  represented  fron  Ul  to  U5  percent 
of  the  supply,  - 

The.  TOrld  carry-over  of  Anerican  cotton  on  Au^^st  1,  IQUo  of  12-2/3 
nillion  "bales  v;as  alnost  1-1/2  r.illion  brdes  less  than  the  record  high  of 
1939*     I't  v;as  still  ahout  equal,  ho-ever,  to  the  uorld  consuz:ption  of 
American  cotton  in  1939"^         nuch  larger  than  consmption  in  either  of  the 
tvjo  preceding  seasons.     In  the  last  3  years  the  carry-over  of  A'lerican  cotton 
has  constituted  50  percent  or  r.ore  of  the  supply,  v/ith  one-half  to  three-  i 
fourths  of  the  carry-over  consisting  of  &overn::ent  loan  stocks.     The  August  i 
19^  ;7orld  carry-over  of  foreign  cotton  v:as  higher  than  a  year  earlier  "but 
sonev/hat  less  than  the  record  high  of  193^»     1"^  '"^s  nore  than  1  nillion 
"bales  larger  than  the  c^a-ry-ovor  of  foreign  cotton  in  any  year  prior  to  1937*  | 

The  total  v.'orld  carrj'--ovcr  of  cotton  on  August  1,  l^hl  is  orpected  j 
to  he  ;iatcrially  larger  than  at  the  "beginning  of  the  current  season  and  sone- 1 
what  larger  th3-n  the  previous  record  high  of  1932*    ITorld  stocks  of  Aierican 
cotton  nay  approach  or  even  exceed  the  1939  peak,  despite  a  considerahle  de- 
cline in  stocks  outside  of  the  United  States.    As  in  each  of  the  past  2 
years  r.ost  of  the  vrorld  carrj'^-ovcr  of  A.icrican  cotton  \7ill  "be  OTmed  or  held 
a.s  collatera,l  "by  the  United  States  Govemnent.     The  19^1  world  ca,rry-ovcr  of 
foreign  cotton  '.Till  no  dou"bt  also  shov;  sone  increase. 


Cotton,  Ai'.erican,  foreign,  a,nd  all  grovrfchs:     TJorld  carrj/'-ovcr , 
production,  and  supply,  average  I929-32,  years  1933"^ 
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Conpiled  fron  reports  of  the  ITer:  York  Cotton  Exchange  Service. 

ly    All  totals  rere  nade  "before  fi:gurcs  vrere  rounded. 

2/    G-iiriings  fron  August  1  to  July  3I  plus  the  "city  crop",  -Jhich 

re"baled  sa^iples,   sv.'eepings,  and  pickings  fron  cotton  dnnaged  "by  vr 

^    A^ierican  cotton  in  running  "bales  counting  round  "bales  as  half 

eign  in  "bales  of  47S  po'onds  net  ::cight. 

4/  Prelininary. 
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Production  higher  both  in  United  States 
and  in  foreign  countries 

The  total,  world  production  of  comnisrcial  cotton  for  the  1914-0-^1 
season  was  estimated  in  lert'e  October  to  total  over  29-I/3  million  bales. 
This  is  nearly  2  million  beiles  larger  than  the  previous  season  and  the  third 
largest  total  on  record.    It  is,  however,  7-2/5  million  bales  less  than  the 
record  production  of  1937-33. 

The  Urxited  States  crop  of  nearly  12-3/U  million  bales  (of  hfS  pound 
net  weight) ,  according  to  the  October  estimate,  is  equivalent  to  over  12-1/2 
million  running  bales.    This  is  approximately  1  million  bales  larger  than  the 
1939  crop  and,  with  the  exception'  of  the  record  crop  of  1937,  "the  largest  in 
7  years. 

The  2k.h  million  acres  left  for  harvest  in  I9U0  is  slightly  larger 
than  that  for  either  of  the  2  preceding  years  but  about  one-fourth    less  than 
the  10-year  (I929-38)  average.    The  indicated  yield  per  acre  for  the  1914-0 
crop  of  250  pounds  is  the  second  largest  on  record  and  52  pounds  higher  than 
the  10-year  average. 

Recent  reports  indicate  that  the  production  of  commercial  cotton  in 
foreign  countries  in  19^0-Ul  may  total  close  to  l6-3/^  million  bales.  This 
is  nearly  1  million  bales  larger  than  either  of  the  two  preceding  crops.  It 
is  the  third  largest  in  history,  being  exceeded  only  by  the  I8-I/3  to  18-2/5 
million  bale  crops  of  193^  and  1937-     I^^  1932-33  "t^®  production  of  commercial 
cotton  in  foreign  countries  was  only  10-1/2  million  bales.    On  the  basis  of 
current  estimates,  a  large  part  of  the  increase  in  the  19^0  crop  is  accounted 
for  by  Brazil  and  China,  although  some  increase  is  expected  in  a  number  of 
other  countries. 

In  view  of  the  unfavorable  export  outlook,  it  now  seems  probable  that 
stocks  of  raw  cotton  in  many  of  the  cotton-producing  countries  will  increase 
substantially  during  the  current  season.    This  may  result  in  less  favorable 
prices  for  cotton  in  relation  to  other  products,  particularly  food,  in  a 
number  of  foreign  countries,  even  though  cotton  prices  in  those  countries 
are  indirectly  being  supported  by  the  Uriited  States  Goverrjuent '  s  loans  to 
American  producers.     It  is  not  unlikely,  therefore,  that  foreign  cotton  acreag 
and  production  may  be  somewhat  smaller  in  I9U1  and  19^2  than  in  19^0. 

DELiAND  AND  CONSimiPTION 

World  demand  greatly  restricted 

As  a  result  of  the  British  blockade  of  continental  3urope  and  reduced 
cotton  consumption  prospects  in  Japan,  China,  and  Great  Britain,  the  world's 
effective  demand  for  cotton  seems  likely  to  be  much  less  this  season  than  last 
If  the  British  blockade  continues  in  effect  and  conditions  in  the  Orient 
continue  about  as  expected,  world  demand  for  and  consumption  of  cotton  will 
probably  be  the  lowest  for  several  years.    World  consumption  may  drop  back 
to  the  level  of  the  early  1930's  when,  largely  as  a  result  of  the  world-wide 
depression,  annual  consumption  was  between  22-1/2  and  2^-2/3  million  bales. 
In  1939-^0  as  well  as  in  the  preceding  season  the  mills  of  the  world  are  esti- 
mated to  have  consumed  just  under  2S-1/2  million  bales. 
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Domestic  demand  favorable ,  consumption 
to  establish  new  high 

Under  the  stimulus  of  the  defense  program,  domestic  business  activity, 
employment,  and  pay  rolls  are  expected  to  average  materially  higher  in  19^0-Ul 
than  in  1939-^0 •    This  should  stimulate  consumer  purchases  of  cotton  clothing 
and  household  articles.     Also,  Government  purchases  of  cotton  textiles,  in- 
cluding those  for  national  defense,  will  be  much  larger  than  in  the  previous 
season.    Furthermore,  the  expanded  Government  cotton  products  export  payment 
program  and  reduced  competition  from  European  textiles  should  result  in  a 
substantial  rise  in  exports  of  cotton  textiles.    Government  subsidies  on 
cotton  and  cotton  products  for  domestic  use  by  such  means  as  the  Mattress 
Program,  Stamp  Plan,  Cotton  Bagging  for  Cotton  Bales,  and  the  Cotton  Insulat- 
ing Program  should  also  stimulate  consumption.    In  view  of  these  developments 
and  reasonably  small  stocks  of  cotton  goods  at  the  beginning  of  the  season, 
domestic  mills  seem  likely. to  consume  considerably  more  than  S  million  bales  _ 
of  cotton  during  the  year  ending  July  19^1.     Consumption  may  total  g-l/2  to  ■ 
8-3/^  million  bales,  particularly  if  Government  purchases  for  defense  purposes 
should  be  as  important  as  some  observers  believe.     Should  the  U00,000  bales 
now  set  aside  for  distribution  to  low-income  families  for  mattresses  all  be 
used,  consumption  may  be  between  g-3A         9  million  bales.    Last  season  con- 
sumption totaled  7-3/^  million  bales,  and  the  record  high  thus  far  established 
was  in  193^-37  when  nearly  g  million  bales  v/ere  processed. 


I 
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Employment,  pay  rolls,  and  total  national  income  payments  in  the  United 
States  are  now  5  "to  15  percent  larger  than  a  year  ago  and  are  expected  to 
average  about  this  much  higher  for  the  entire  season.     Wholesale  and  retail 
prices  of  cotton  goods  are  about  the  same  to  only  slightly  higher  than  at 
this  time  last  year.    The  Government  stamp  plan  for  cotton  products  is  operati: 
on  a  larger  scale  than  it  did  last  year.    In  addition,  cotton  textile  promotion^ 
al  activities  of  such  private  organizations  as  the  Cotton  Textile  Institute 
and  the  National  Cotton  Council  also  have  been  expanded  and  are  now  consider- 
ably greater  than  ever  before.    These  factors  are  expected  to  stimulate  manu- 
facturers' sales  of  cotton  textiles  for  clothing  and  household  articles  for 
nonmilitary  purposes,  which  normally  account  for  roughly  three-fifths  of  the 
total  domestic  mill  consumption. 

In  the  automobile  and  tiro  industries,  which  normally  consume  about 
three-quarter  million  bales  of  cotton  annually,  raw  cotton  requirements  in 
19^0-Ul  seem  likely  to  show  some  increase  over  those  for  the  year  ended  July 
19^0.    The  expected  increase  in  employment  and  pay  rolls,  and  in  tmck  trans- 
portation requirements,  seem  likely  to  result  in  some  increase  in  the  produc- 
tion of  tires.    Sales  of  cotton  fabrics  used  for  such  industrial  purposes  as 
bagging,  shoe  lining,  conveyor  belts,  awnings,  tents,  and  covers  generally 
increase  as  business  activity  and  consumer  incomes  improve. 

Under  the  current  domestic  cotton  products  export  payment  program  the 
rate  of  Government  payments  are  for  the  most  part  from  2  to  ^-1/2  times  as 
large  as  payments  during  the  1939-^0  season.     This  and  reduced  exports  of 
Italian  and  possibly  further  declines  in  the  exports  of  British  and  Japanese 
goods  should  cause  a  further  substantial  increase  in  domestic  exports  of 
cotton  Droducts, 


cs-^g 


Foreign  demand  low,  foreign  consiimr^tion  may  "be 
smallest  since  early  I92O ' s 

At  Toresent  practically  all  of  continental  Surope  (excluding  Russia), 
where  in  the  5  years  ending  July  1939  consumption  of  imiDorted  cottons  aver- 
aged roughly  5  million  hales  including  2-1/2  million  hales  of  American,  is 
largely  cut  off  from  sources  of  raw  mo.terial  hy  the  British  blockade.  If 
the  blockade  continues  effective,  very  little  cotton  will  be  imported  into 
this  area  during  the  current  season.     This  together  with  less  favorable 
consuini:)tion  prospects  than  last  season  in  Jap.an,  China,  and  Great  Brita.in 
will  greatly  reduce  mill  consTJiinr)tion  in  foreign  countries  this  season.  Total 
mill  consum-otion  outside  of  the  United  States  may  drop  back  to  less  thnji  I7 
million  bales  compared  with  more  than  20-1/2  million  ba.les  last  season. 


Cotton,  American,  foreign,  and  all  growths:     Mill  consum-otion 
in  the  United  States,  foreign  countries,  and  the  world, 
average  I929-3S,  annua.1  1933-39 


Season 
begin- 
ning 
Aug.  1 

:          United  States 

Foreign  countries  : 

World  1/ 

]  Ameri- 
]  can 

'.Total 
Foreign: 

Ameri- 
can 

.     •  Total 
Foreign:  ; 

Ameri- 
can 

Foreign 

Total 

:  ^ 

Million  Million  Million  Million  Million  Million  Million  Million  Million 


:  bales 

bales 

bales 

bales 

bales 

bales 

bales 

bales 

bales 

:  2/ 

2/ 

2/ 

2/ 

2/ 

2/ 

2/ 

2/ 

2/ 

Average 

1929-32 

:  5.9 

,2 

6.0 

6.5 

13.5 

20.0 

12.U 

13.7 

26.0 

1933 

;  5.6 

.1 

5.7 

g.2 

11.7 

19.9 

13. g 

11. g 

25.6 

19^ 

'  5.2 

.1 

5.U 

6.0 

lU,2 

20.1 

11.2 

1^.3 

25.5 

1935 

.  6.2 

.1 

6.U 

6.3 

lU.c 

21.2 

12.5 

15.0 

27.5 

1936 

.  7.2 

.2 

g.o 

5.3 

17.^ 

22.7 

13.1 

17.5 

30.6 

1937 

:  5.6 

.1 

5.7 

5.2 

16.7 

22.0 

10. g 

16.9 

27.7 

1938  1 

.  6.7 

.1 

6.9 

^.5 

17.1 

21.7 

11.2 

17.2 

2g.5 

1939  1/  3 

1-1 

cl 

7.g 

5.2 

15.^ 

20.6 

12. g 

15.5 

2g.3 

1939 

a  percentage  of 

10-year 

avoraee 

and  of  193g 

10-year  ! 

average 

130.5 

50.0 

130.0 

80.0 

llU.l 

103.0 

103.2 

113.1 

lOg.g 

1932  : 

IIU.9 

100.0 

113.0 

115.6 

90.1 

9^.9 

IIU.3 

90.1 

99.3 

Compiled  from  reports  of  the  New  York  Cotton  Exchange  Service,  except  United 
States  consumption  which  is  from  Bureau  of  the  Census  re-oorts. 
!_/  All  totals  were  ma.de  before  figures  were  rounded. 

2I  AmericaJi  cotton  in  running  bo.les  and  foreign  in  equivalent  bales  of  Uyg 
pounds  net  weight. 
3./  Prelimina,ry. 


Cotton  consumrition  prosT)ects  in  Surope  a^re  particularly  uncertain.  A 
continuation  of  an  effective  British  blockade  would  undoubtedly  mean  ex- 
ceptionally low  consijjnption.     It  is  not  known,  however,  to  what  extent  the 
available  supplies  of  raw  cotton  will  be  conserved  for  use  at  a  later  date. 
There  is  a.lso  much  uncertainty  a,s  to  the  amount  of  cotton  the  Axis  loowcrs 
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may  "be  able  to  obtain  from  Russia  or  from-  other  sor=rce's.    Recently  Russia 
has  "been  purchasing  considerable  quantities  of  American  cotton  for  the  first  *^ 
time  since  1935*    These  purchases  are  said  to  he  due  to  Russia's  .sale  of 
sizeahle  Quantities  of  cotton  to  Germany. 

In  Great  Britain  the  outlook  for  cotton  consuinntion  is  much  less 
favorable  this  season  than  in  1939-^-0  vhen,  largely  as  a  result  of  large 
Government  orders,  British  mills  were  operating  at  a  high  rate.     In  order 
to  conserve  foreign  exchange,  transportation  facilities  and  Dossihly  lahor^ 
sales. of  cotton  goods  to  British  civilians  since  October  1,  19^0  have  been 
restricted  to  37—1/2  percent  of  the  level  existing  during  the  first  half  of 
1939»    Moreover,  despite  governmental  efforts  to  aid  cotton  textile  exports, 
sales  for  exDort  are  re-ported  as  materially  restricted,  ,a  result  due  in  a, 
considerable  measure  to  uncertainties  as  to  the  a,bility  to  fill  contracts 
according  to  schedule.    Also  it  seems  likel3''  that  Government  orders  for  mili^ 
tary  and  civil  defense  needs  may  bo  much  less  this  soo.son  than  last. 

Cotton  cons"'Jm-Dticn  in  Janan  is  being,  severely  restricted  by  a  con- 
tinuation of  Government  reS:trictions  on  the  sale  of  cotton  goods  in  the  arcafi 
"ouder  Japaji^ese  control.    In  addition,  Ja-panese  exports  of  cotton  textiles  in 
the  past  few  months  have  been  I'l-  to.       rercent  less  than  a  year  earlier  and 
the  lowest  for  9  years.    Recont  reports  indicate  a  continued  lor  rfute  of 
exDort  sales  due  largely  to  overseas  import  restrictions,  exchange  .control 
ajid  clearing  agreements,  increased  r^roduction  and  shipping  costs,  and  reduced^ 
demand  for  JaTDanese  goods  in  India  and  other  markets.    Another  factor  which 
will  tend  to  restrict  cotton  mill  consujinDtion  in  Japan  this  season  is  the 
record  high  stocks  of  manufactured  goods  on  hand.    In  the  ea-rly  part  of  the 
season  such  stocks  "^ere  eauiva,lent  to  ^8  months'  exports  at  the  a.verage  ra.te 
of  the  3  months  ended  September  19^0, 


likely  to  be  less  this  season  than  in 
to  have  resulted  in  record  s.tocks  of 


Consumption  in  China,  also-  seems 
1939-H0»     Specula.tive  ^activity  is  said 

cotton  -products,  and  the     intensified  Japanese  blockade  has  reduced  raa,rket 
outlets.    Furthermore  in  other  areas  the  extremely  high  prices  of  cotton 
textile  and  -imf a^vorable  economic  conditions  are  likel3;'  to  reduce  co.tton 
textile  purchases." 

In  India,  Brazil,  and  Canada  cotton  consumption  prospects  are  more 
favorable  than  in  most  other  im-oortant  cotton  manuf a.cturing  co-untri.es.  Re- 
duced cotton  textile  inroorts  resulting  from  tra^nsportation  difficulties, 
governmental  regulations,  aaid  other  developments  a^-ttributable  to  the  war  are 
expected  to  be  fai'orable  to  cotton  mill  cons-om-ction  in  India.    Those  factors 
Fia.y  be  enough  to  offset  or  even  more  than  offset  any  -unfavorable  developments. 
Recent  governmental  mea,sures  designed  to  reduce  Era::ilia-n  ra.w  fiber  imports 
and  an  expanded  Brazilian  defense  program  are  expected  to  m.aintain  or  increase 
cotton  mill  consumption  in  Brazil  this  se.ason  relative  to  the  high  level  of 
l939-^'^»  CaJiada  cotton  consumption  may  be  loss,  th.an  that  of  last  season 

since  Govemm.ent  orders  may  be  smaller.     So  far  as  is  knor.m ,  however,  no 
restriction  on  civiliazi  consumption  -  such  as  is  in  operation  in  Ja.pan  ajid 
Great  Britain  >-  has  been  announced  or  is  contemplated. 
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P5ICSS  41^  I^'50!'.S 
Price  disparities  contri'b-ating  to  reduced 
United  States  ex-oorts 

The  inaccessibility  of  most  European  markets  and.  the  iinf a-vorable 
consuirrotion  prospects  in  most  other  imoortant  importing-  ccuntries  would 
naturally  "be  expected  to  restrict  greatly  the  international  trade  in  ra.w 
cotton.    Therefore^  even  if  exoorts  of  American  cotton  maintained . the  same 
ratio  to  other  growths  as  in  l939-'-'-0  they  would  show  a  marked  drot).  .  The 
high  prices  of  American  cotton  now  existing  relative  to  the  more  j.mrio.rtari.t 
foreign  growths,  however,  are  further  restricting  ex^oorts  from  the  United 
States. 

Recent  reioorts  from  Great  Britain,  Canada,  Japan,  and  Spain,"  the' 
principal  accessible  import  markets,  indicate  that  -oric'es  of  American  cotton 
are  upaisually  high  relative  to  nrices  of  most  imtiortant  foreign  growths.  In 
the  last  three  named  countries  prices  of  American  cotton  are  so  high  relative- 
ly that  sales  of  American  cotton  are  said  to  have  -oractically  ceased,  ^Vithin 
the  last  few  weeks  Brazili£.n  cotton  is  re-'^orted  as  having  been  s^ld  in  these 
markets  from.  10  to  25  'oercent  less  than  Am.erican  cotton  of  about  the  same 
quality.    In  Liveroool  prices  of  American  and  som.G  of  the  other' growths  are 
now  being  materially  affected  by  Government  regulations  with  resioect  to 
prices,  foreign  exchange,  freight  allotm.ents,  and  the  di s-oosition  of  barter 
cotton.    iTevertheless,  "orices  of  Indian  cottons  in  Liveroool  are  now  co-nsider— 
ably  lower  than  usual  in  relation  to  Am.erican,    Ordinarily  the  switch  on  the 
part  of  manufa.cturers  from  the  over-priced  to  the  under-priced  growths  soon 
so  increases  the  stocks  or  available  supioly  of  one  and  decreases  the  other 
tha-t  their  prices  do  not  long  sta,y  out  of  line.    This  year  the  limited  market 
outlets  and  the  United  States  Government  loan  lorogram  ma,y  combine  to  cause  the 
price  differences  bet^veen  American,  Indian,  a.nd  Bra.zilia,n  growths  to  continue 
considerably  la.rgcr  tha_n  usual,  ■•   

Prices  of  spot  cotton  in  the  United  States  are  now  (late  October)  for 
the  most  Dart  within  a  few  points  of  the  Government  loan  rates  on  the  19^0 
crop.    The  10-m.arket  rtvorage  lorice  for  Middling  l^/l6  inch  of  9.37  cents  for 
the  week  ended  October  26  --.vas  only  O.Oy  joints  above  the  average  -  loan  rate 
of  9»30  cents  for  this  o"u.ality  in  these  ma^rkets.     In  October  la.st  year  the 
lO-mr^rket  average  for  l^/Vo  inch  of  9*03  cents  was  aDproxima.t-ely --the  sajne  as 
the  1939  Governmicnt  loan  rate.    But  du.ring  most  of  the  1939-^^0  season  mia^rkct 
prices  were  signif icaj.itly  above  the  loan  rates.     Last  year,  exoorts  (aided 
by  the  Government  exoort  -oayment  program)  and  domestic  consum-r^tion  combined 
were  running  at  a  rate  considerably  in  excess  of  the  19^-9  crop,  and  less  than 
21,000  bales  of  the  1939  crop  were  placed  ■sondcr  Government  loa^n.     This  yca.r, 
on  the  other  hand,  domestic  disa"opoarance  (exports  plus  m.ill  consum-ntion)  is 
running  at  a  rate  mrach  less  tham  the  19^0  crop  and  ■  large  ailajititieg  Of  "the 
crop  are  being  placed  under  Government  loans.    Up  to  October  2"^  about  1  mil-  ■ 
lion  bales  of  the  I9U0  crop  had  been  reported  'to  the  Gom.moditj'-  Credit  Corpora^- 
tion  as  halving  been  pledged  on  Governm»ent  loans.    As  of  that. date  total  stocks 
of  all  crops  owned  or  held  as  collateral  by  the  Government  vrore  9-2/5  million 
ba.les. 

If  domestic  prices  continued  at'  approximately  the  loan  rate  and  the 
19^0  crop  proved  to  be  about  as  estimated  in  October,  Arierican  fa.rmers  would 
obtadn  close  to  60O  million  dollars  for  their  lint  cotton,  assuming  they  sold 
or  pla,ced  under  lorn  all  of  their  crop,    La.st  sea.son  their  returns  from  lint 
totaled  about  537  million  dollars.    Returns  from  the  19^40  crop,  however,  woulc 
be  only  about  one-ha.lf  as  large  as  the  avera-^-e  for  the  dcca^de  of  the  lQ20*s. 
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J-  CO  vx)  o  CO      ctnU)  cm      oj  >x)  vx)      r*"  rH  r<-N  cm  rH 

c\JCMCMr<~-.r^>t^,  rr^(\jr<~.  CMOJ  cmcmcmoj  r^r^r^cvi 

^-  O  CM  VX  CO  O  Cr\  J  CJMT^OJ  COVX'X)  CM  CM  LTWX 

r<~. CO  'T^o  ojj-  rH  L^^^-cr^rH  r<~-K->LnrHVD>xivx  Lr> 

CM        J-   K^  J-   rOJ-  l^rHrHrHrHrHrHCMr-HrH 


CMI 


O  rH  CM  J-  Lf^MD  I —  CO  O  rH  CM  1^  J  U^VX  r-  CC 
CJ  CMOJCM  OJCM  CMCMCMOJ  hr^r^r-r\r^r-<'NKAKNhr\t-<^ 
Cr>cr\C5^Cf>C^CTAC7^.  (T^C^^CJ^C^^CJ^C^^C"^.  CT^CT^CTNCJ^CrN 
t-\r-\r^r-\r-\r-<r->tT-{i-\r-^r-{r~\r-\r-^r-{r-\r-{r-\r-i 


